HOUSE FI NANCE COW TTEE
March 19, 2007
1:40 p. m

CALL TO ORDER

Co-Chair Chenault called the House Finance Comm ttee neeting
to order at 1:40:47 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve M ke Hawker

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas, Jr.

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Charlene Mrrison, Chief Financial Oficer, D vision of
Retirenent and Benefits, Departnment of Adm nistration;
Annette Kreitzer, Acting Comm ssi oner, Depar t ment of
Adm ni stration

PRESENT VI A TELECONFERENCE

None
GENERAL SUBJECT(S) :

OVERVI EW PERS/ TRS ACCOUNTI NG | SSUES

The followng overview was taken in log note fornmat.

Handouts wll be on file wth the House Finance Commttee
through the 25th Legislative Session, contact 465-6814.
After the 25th Legislative Session they wll be available

t hrough the Legislative Library at 465-3808.

TI MVE SPEAKER DI SCUSSI ON

1:41:46 PM | ANNETTE Spoke of two of the governor’s bills
KREI TZER, dealing with PERS/ TRS i ssues. HB 204,
ACTI NG a “technical fix bill”, <clarifies the
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COW SSI ONER
DEPARTMENT  OF
ADM NI STRATI ON

death and disability benefits for peace
of ficers and fire fighters and
addresses | RS structural issues. HB
206 deal s with accounti ng i ssues
associ at ed with t he cost share
| egi sl ati on. The Al aska Muni ci pal
League, t he Al aska Ret i r ement
Managenent Board, and the governor

have reconmended this accounting change
to the PERS Defined Benefit (DB) Plan.

1:43:40 PM | CHARLENE Provided a handout entitled “PERS DB
MORRI SQON, Plan — Accounting |Issues” (copy on
CH EF file.) She addressed the purpose of the
FI NANCI AL presentation - to address concerns
OFFI CER, about the enployer Ilevel accounting
RETI REMENT AND|resulting in contribution rates not
BENEFI TS being supported by enployer | evel

accounting records, and to set the
stage to discuss a solution — Slide 2.
She di scussed proposed solutions of the
cost share legislation - Slide 3.

1:45:24 PM | Ms. Morrison Expl ained that the state would assune
65 percent of the unfunded liability at
6/ 30/ 2006.

1:45:57 PM | Ms. Morrison Addressed Slide 4 - the unfunded
liability.

1:46: 20 PM |[Ms. Morrison Expl ai ned that PERS is one system but
two plans, the defined benefit plan and
the defined <contribution retirenent
plan — Slide 5.

1:46:55 PM | Representative |Asked if there was any deviation from

Stoltze the plan to have a Tier [IV. Ms.
Kreitzer replied there is no change of
pl an.

1:47:52 PM | Ms. Morrison Reported that the PERS DB plan has no
I mpact on TRS, benefits paid to
menbers, PERS as a whole, or PERS
Defined Contribution Plan — Slide 6.

1:48:55 PM | Ms. Mbrrison Reviewed the Agent Miltiple Enployer
Plan — Slide 7.

1:49:33 PM | Ms. Morrison Rel at ed conmponents of Alaska Statutes -
Slide 8.

1:50: 08 PM | Ms. Morrison Continued on Slide 9 wth statute
I nf or mati on.

1:50: 31 PM | Ms. Morrison Expl ai ned the cal cul ati on where assets,
mnus liabilities, equals a surplus, or
unfunded liability — Slide 10.

1:51:14 PM | Ms. Morrison Described how enployer contributions
are accounted for in tw separate
accounts — Slide 11.

1:52: 03 PM |[Ms. Morrison Explained Slide 12 - Retiree Reserve

Account fundi ng sources.
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1:52:36 PM | Ms. Mborrison Addressed Slide 13 — How transfers are
cal cul at ed.

1:53:12 PM | Ms. Morrison Explained Slide 14 - the allocation
process.

1:53:41 PM | Ms. Morrison Explained Slide 15 - an allocation
exanpl e.

1:54:12 PM | Ms. Morrison Continued with Slides 16 and 17 to show
the allocation process. She expl ai ned
t he transfer from the enpl oyer
contribution account into t he
retirenment reserve account - Slide 18.

1:55:35 PM | Ms. Morrison Explained Slide 19 — fully funding the
retiree reserve account. She spoke of
the various ways an enployer can be
| npact ed.

1:56:35 PM | Ms. Morrison Di scussed the effect of both the
al l ocation and transfer process — Slide
20.

1:57:18 PM | Ms. Morrison Addressed how the liabilities are
calculated — Slide 21

1:58: 00 PM | Ms. Morrison Gave an exanple of liability allocation
— Slides 22 and 23. She terned it an
extrene exanpl e.

1:59:45 PM | Ms. Morrison Addressed the inpact on contribution
rates - Slide 24. The unfunded
liability is the basis of the past
service cost portion of the enployer’s
contribution rate.

2:00:29 PM | Ms. Morrison Summarized the proposed solution -
Slide 25. The PERS DB plan would align
with TRS, is supported by ARMB, AM,
and the governor, and is sinpler to
admi ni ster.

2:01:57 PM |Representative |Question the role of pension obligation

Gara bonds.

2:02:52 PM | Ms. Kreitzer Replied that scenarios will be provided
at a later date regarding pension
obl i gati on bonds.

2:04:09 PM | Co-Chair Commented that nenbers of the commttee

Chenaul t have bills regarding PERS TRS. Thi s
issue will cone before the conmttee at
a later date.
2: 05: 36 PM | Adj ourn.
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